
204

26 CFR Ch. I (4–1–03 Edition)§ 53.4947–2

term reasonable period of settlement 
means that period reasonably required 
(or if shorter, actually required) by the 
trustee to perform the ordinary duties 
of administration necessary for the set-
tlement of the trust. These duties in-
clude, for example, the collection of as-
sets, the payment of debts, taxes, and 
distributions, and the determination of 
rights of the subsequent beneficiaries. 

(iv) Certain revocable and testamentary 
trusts which wind up. A revocable trust 
that becomes irrevocable upon the 
death of the decedent-grantor, or a 
trust created by will, from which the 
trustee is required to distribute all of 
the net assets in trust or free of trust 
to both charitable and noncharitable 
beneficiaries is not considered a split-
interest trust under section 4947(a)(2) 
for a reasonable period of settlement 
(within the meaning of paragraph 
(c)(6)(iii) of this section) after becom-
ing irrevocable. After that period, the 
trust is considered a split-interest 
trust under section 4947(a)(2) (or a 
charitable trust under section 
4947(a)(1), if applicable). 

(d) Cross references; Governing instru-
ment requirements and charitable deduc-
tion limitations. For the application of 
section 642(c)(6) (relating to section 170 
limitations on charitable deductions of 
non-exempt private foundation trusts) 
to a trust described in section 
4947(a)(1), see § 1.642(c)–4. For the denial 
of a deduction under section 170, 
545(b)(2), 556(b)(2), 642(c), 2055, 2106(a)(2), 
or 2522 for a gift, a bequest, or an 
amount paid to (and the denial of a de-
duction under section 642(c) for an 
amount set aside in) a trust described 
in section 4947(a)(1) or (2) that fails to 
meet the applicable governing instru-
ment requirements of section 508(e) by 
the end of the taxable year of the trust, 
see section 508(d)(2) and § 1.508–2(b). 
Since a charitable remainder trust (as 
defined in section 664) is not exempt 
under section 501(a), it is subject to 
section 4947(a)(2), and thus to the gov-
erning instrument requirements of sec-
tion 508(e) to the extent they are appli-
cable. 

(e) Application of section 507(a)—(1) 
General rule. The provisions of section 
507(a) shall not apply to a trust de-
scribed in section 4947(a) (1) or (2) by 
reason of any payment to a beneficiary 

that is directed by the terms of the 
governing instrument of the trust and 
is not discretionary with the trustee 
or, in the case of a discretionary pay-
ment, by reason of, or following, the 
expiration of the last remaining chari-
table interest in the trust. 

(2) Examples. The provisions of this 
(e) may be illustrated by the following 
examples:

Example (1). H creates a section 4947(a)(1) 
trust under which the income is to be paid 
for 15 years to R, a section 501(c)(3) organiza-
tion. Upon the expiration of 15 years, the 
trust is to terminate and distribute all of its 
assets to S, another section 501(c)(3) organi-
zation. Distribution of the corpus of the 
trust to S will not be considered a termi-
nation of the trust’s private foundation sta-
tus within the meaning of section 507(a).

Example (2). H creates a trust under which 
X, a section 501(c)(3) organization, receives 
$20,000 per year for a period of 20 years, re-
mainder to S, H’s son. H is allowed a deduc-
tion under section 2522 for the present value 
of X’s interest. 

When the final payment to X has been 
made at the end of the 20-year period in ac-
cordance with the terms of the trust, the 
provisions of section 4947(a)(2) will cease to 
apply to the trust because the trust no 
longer retains any amounts for which the de-
duction under section 2522 was allowed. How-
ever, the final payment to X will not be con-
sidered a termination of the trust’s private 
foundation status within the meaning of sec-
tion 507(a).

Example (3). J creates a charitable remain-
der annuity trust described in section 
664(d)(1) under which S, J’s son, receives 
$10,000 per year for life, remainder to be dis-
tributed outright to P, an organization de-
scribed in section 501(c)(3). J is allowed a de-
duction under section 170 for the value of the 
remainder interest placed in trust for the 
benefit of P, and the provisions of section 
4947(a)(2) apply to the trust. At the death of 
S, the trust will terminate and all assets will 
be distributed to P. However, such final dis-
tribution to P will not be considered a termi-
nation of the trust’s private foundation sta-
tus within the meaning of section 507(a).

[T.D. 7431, 41 FR 35515, Aug. 23, 1976]

§ 53.4947–2 Special rules. 
(a) Limit to segregated amounts. If any 

amounts held in trust are segregated 
within the meaning of § 53.4947–1(c)(3), 
the value of the net assets for purposes 
of section 507(c)(2) and (g) shall be lim-
ited to the segregated amounts with re-
spect to which a deduction under sec-
tion 170, 545(b)(2), 556(b)(2), 642(c), 2055, 
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2106(a)(2), or 2522 was allowed. See the 
regulations under section 507(c)(2) and 
(g). 

(b) Applicability of section 4943 and 
4944 to split-interests trusts—(1) General 
rule. Under section 4947(b)(3), section 
4943 and 4944 do not apply to a split-in-
terest trust described in section 
4947(a)(2) if: 

(i) All the income interest (and none 
of the remainder interest) of the trust 
is devoted solely to one or more of the 
purposes described in section 
170(c)(2)(B) and all amounts in the 
trust for which a deduction was al-
lowed under section 170, 545(b)(2), 
556(b)(2), 642(c), 2055, 2106(a)(2), or 2522 
have an aggregate value (at the time 
for which the deduction was allowed) of 
not more than 60 percent of the aggre-
gate fair market value of all amounts 
in the trust (after the payment of es-
tate taxes and all other liabilities), or 

(ii) A deduction was allowed under 
section 170, 545(b)(2), 556(b)(2), 642(c), 
2055, 2106(a)(2) or 2522 for amounts pay-
able under the terms of the trust to 
every remainder beneficiary, but not to 
any income beneficiary. 
This (1) shall apply to a trust described 
in paragraph (b)(1)(ii) of this section 
only if all amounts payable under the 
terms of the trust to every remainder 
beneficiary are to be devoted solely to 
one or more of the purposes described 
in section 170(c)(2)(B). After the expira-
tion of all income interests in a trust 
described in paragraph (b)(1)(ii) of this 
section, the trust shall become subject 
to section 4947(a)(1) under § 53.4947–
1(b)(2), and section 4947(b)(3) shall no 
longer apply to the trust. A pooled in-
come fund described in section 642(c)(5) 
will generally meet the requirements 
of paragraph (b)(1)(ii) of this section, as 
will a charitable remainder trust de-
scribed in section 664(d)(1), if in either 
case it does not make payments to any 
income beneficiary described in section 
170(c). 

(2) Definitions. (i) For purposes of sec-
tion 4947(b)(3)(A), the term ‘‘income in-
terest’’ shall include an interest in 
property transferred in trust which is 
in the form of a guaranteed annuity in-
terest or unitrust interest as described 
in § 1.170A–6(c), § 20.2055–2(e)(2) or 
§ 25.2522(c)–3(c)(2) and the term ‘‘re-
mainder interest’’ shall include an in-

terest which succeeds an ‘‘income in-
terest’’ within the meaning of this (i). 

(ii) For purposes of section 
4947(b)(3)(B), the term ‘‘income bene-
ficiary’’ shall include a recipient of 
payments described in section 
642(c)(5)(F) from a pooled income fund, 
payments described in section 
664(d)(1)(A) from a charitable remain-
der annuity trust, or payments de-
scribed in section 664(d)(2)(A) or (3) 
from a charitable remainder unitrust. 
The term ‘‘remainder beneficiary’’ 
shall include a beneficiary of a remain-
der interest described in section 
642(c)(5) or 664(d)(1)(C) or (2)(C). 

(c) Effective date. Except as otherwise 
provided in §§ 53.4947–1 and 53.4947–2 and 
the regulations under sections 508 (d) 
and (e), §§ 53.4947–1 and 53.4947–2 shall 
take effect on January 1, 1970. 

(Secs. 4947 and 7805, Internal Revenue Code of 
1954 (68A Stat. 917: 26 U.S.C. 7805)) 

[T.D. 7431, 41 FR 35515, Aug. 23, 1976]

Subpart I—Tax on Investment In-
come of and Denial of Ex-
emption to Certain Foreign 
Organizations

§ 53.4948–1 Application of taxes and 
denial of exemption with respect to 
certain foreign organizations. 

(a) Tax on income of certain foreign or-
ganizations. (1) In lieu of the tax im-
posed by section 4940 and the regula-
tions thereunder, there is hereby im-
posed for each taxable year beginning 
after December 31, 1969, on the gross in-
vestment income (within the meaning 
of section 4940(c)(2) and the regulations 
thereunder) derived from sources with-
in the United States (within the mean-
ing of section 861 and the regulations 
thereunder) by every foreign organiza-
tion which is a private foundation 
(within the meaning of section 509 and 
the regulations thereunder) and ex-
empt from taxation under section 
501(a) for the taxable year a tax equal 
to 4 percent of such income, except as 
provided in subparagraph (3) of this 
paragraph. The tax (if any) will be re-
ported on the form the foundation is 
required to file under section 6033 and 
will be paid annually for the taxable 
year, at the time prescribed for filing 
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